
***********  ****** 
*********  ************

*** ***** ******* * * * * * * *   
************** *******

Dear Applicant : 

UE haye considered ycur acpl ica t  i m  for  r ~ c c g n i t  i c n  of sxcrnptiou f r c n  
F e d e r a l  i l ~ c o n c :  tax :tn-fer !.ecti2n 501 i c )  ( 6 )  of the  I l l tarnal  Rsvanue Cod&.  

Your submitt?d in fort :ar ion  discloses that you wsri formed an *******  *   
* * * * .  I t  i s  s t a t a d  xithin your Articlas oC Asszciatioa and Bylai t s  t h a t  
you sre d5dicated t o  promotil'tg a b e t t a r  bx.~sine.ss :2ommunicy w i t h i n  and 
arou!ld * *  ***** * * * * * * *  ******, p r o v i d i n g  your asmbers with a safe  a ! ~ d  
S E C ~ ! ; . E  oiz.=e to dc  b:lsincss v i t i l i i ~  ***  ****** , arid p l - o - ~ i d i n q  a c o l l e c t i v e  -.-. <-,;ci: . i l . ,  :cmaunirati.:~g with t h a  c i t y  matlageatcat: sil issuss pe r t a in i : i g  to 

* *  ****  .  

Your membership ccusisrs of any  stall own+r w i t h i n  * *  ***** * * * *   
*******  . Your z e c e i p t s  ar i i  fsoni ~nembership f c : + s .  Your expenditures f o r  
a?ver:lsing, pr!,mction, and r x t e r ~ i r ~ a t i o n  constltute a s ~ : b s t a i ~ t i a l  port i n  
c.f i70ur tct3: ~ x p e n d i t u r e c .  .I t  i s  mention2d i n  ysur responss  to ow. 
Ic-t ter  of *******  * *  **** t h a t  i t  you i.icrz t o  hare  a publi . , :at ion of your 
c;r.in, t h a t  o n l y  ycur ;ri.mbers xoulc! be perraict:sd t >  advertis2 i n  this 
rublicstion. Your rc=spcnse a l so  i n d i c a t e s  t h a t  a l l  3f yoar adver t i s rng  i s  
used  pr imari ly  t o  a p b a s i z e  the  narnes and oerchandise of yoi.\r ruexrbers. and 
t h a t  a l l  ~f your expenditures relatinu to e x t ~ r i n i n a ~ i o n  is for work dons 
a t  thz 1.larket. 

Sect ion 501 ( c )  ( 6 )  af the Code provides fcr the  ~f exarnptioc of business 
l e a g u e s ,  chambers cf sznmerze, real-rstato boards, boards of trade,  or 
p r o f e s s i o n a i  f o o t b a l l  l z a g u e s ,  no t  crganized for profit and ao p a r t  of t h e  
n e t  e a r n i n g s  of ~ h i c h  inures  t o  the  bsnefit of any p r i v a t e  shareholder o r  
indi ~ i d u a l .  



********************
********************* 

Section 1.501(a)-l(c) of the Income Tax Regulations defines the words 
"private shareholder or individual" as referring to persons having a 
personal and private interest in the activities of an organization. 

Section 1.501(~)(6)-1 of the Income Tax Regulations provides that the 
activities of a business league should be directed to the improvement of 
business conditions of one or more lines of business as distinguished from 
the performance of particuY.ar services for individual persons. 

Re~enue Ruling 64-315, 1964-2 C.B., page 1 4 7 ,  involves an association of 
merchants whose businesses constitute a shopping center. Tha primary 
activity of the association was to engage in advertising in order to 
attract customers to the shopping center. The association's advertising 
c~ntaincd the names of the member merchants and their merchandise. 
Because the association's primary activity constituted the performance of 
particular services for members rather than improving business in the 
general community, it was held that the a.ssociation did not qualify for 
exemption from Federal income tax as an organization described under 
section 501(c) (6) of the Code. 

Revenue Ruling 65-14, 1965-1 C.B., page 236, provides that an crganization 
formed to promote the tourist industry in its area and whose prir~cipal 
activity is the publication of a yearbook consisting largely of paid 
advertisements for its members Is not entitled to exenption from Federal 
income tax as an organization described under Code section 501(c) ( 6 ) .  The 
publication of advertising matter containing a listing of the names of 
individual members constituted the performance of particular services for 
such individuals rather than an activity aimed at the improvement of 
general business conditions. 

Your activities are similar to those of the organizaticns referred to 
nithin the above reven1.e rulings. Your membership consists of any stall 
owner in ***********************. Your response to our letter of ******* 
******** indicates t h a ~  all of your advertising primarily emphasizes the 
names and merchandise of your members. Advertising and promotion 
constitute a najor portion of your expenditures. Your response also 
indicates that if you were to have your own publication, that only your 
members would be permitted to advnrtise within it. You further indicated 
that your expenditures relating to extermination are for work that is done 
only at **********. Because your advertising, promotion, and 
e:ctasnination expenditures constitute a substantial portion of your total 
expenditures and primarily benefit your members, you are operated to 
perform particular services for your members. You therefore do not 
qualify for exemption from Federal income tax as an organization that is 
described under Code section 50i ( c )  ( 6 ) .  



********************
********************* 

In accordance with this determination, you ate a taxable entity and are 
required to file Federal income tax returns on Form 1120. If you do not 
accept our findings, we recommend that you request a conference with a 
member of our Regional Office of Appeals. Your request for a conference 
should include a written appeal giving the facts, larv and any other 
information to support your position as explained in the enclosed 
Publication 892. You will then be contacted to arrange a date for a 
conference. The conference nay be held at the Regicaal Office or, if you 
request, at any mutually convenient District office. If we do not hear 
from you within 30 days of the date  of this letter, this determination 
will become final. 

Sincerely yours, 

********** 
District Director 

Enclosure: Publication 892 


